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THE ROLE OF GOVERNANCE
IN NATIONAL DEI/ELOPMENT
BY

DR. NATHANIEL C. OZIGBO*

o

ne of the principal issues in
the analysis of development

contempoary developing coun[ies
are organized in states and the

of

is the extent to which the state

governments

and corporate organizations
influence it. Prevailing ideas

have become the central source
of power.

aboutthe links among democracy,
good governance/ and economic
growth have come almost full

circle over the past three
decades. It is believed that
good govemance and development

go hand in hand. Recent
scu sslo ns about the conditions
for good govemance nise questions
d

i

about the structure and
functioning of the state, its
relationship to society and its
actual and potential role in
promoting the development.
The state does not exist in a
vacuum, it operates within an
environment in which people
share certain beliefs and values,

compete for some objectives
and associate for others and
differ in their ideas about power
and how it should be exercised.
It is also believed that the rules
with which people comply are
set by the central organs of
government, but they also
devolve from explicit or implicit
cultural agreements about what
is acceptable and desirable.

Thus, the state cannot be
lseparated from culture and
governance cannot be considered
without reference to its cultural
context. Consequently, the state
has becomethe only intemationally

recognized instrument for
governing human societies. All

political decisions.

nation-states

This paper presents a framework
for the analysis of governance
as iteffects sustained development
incorporating economic growth
with social equity and human
rights. The paper suggests that

governance have several
mensions, namely: political,
technical and institutional. It
identifies the essentials of
governance including the
d

adding technical legitimacy to

i

THE MEANITTG OF @VERIiIAT{CE

Governance is not a word that
has been used extensively in the
past by political scientist, and its
recent appearance in popular
usage has not been very rigorous.
According to the Oxford Dictiona ry

governance means the act or
mannerof governing, of exercislng

control or authority over the
actions of subjects, a system of
rcgulations, In essence, govemance

pacities for exercising autfority,

may be taken as denoting how
people are ruled and how the

solving problems, resolving confl icts

affairs of the state are administered

and implementing programmes
and policies. The paper also
suggest that any development
strategy will combine a number of
objectives, including the state's
commitment to reduce povety,
ensure equal opportunity and

World Bank'1989' defined

ca

provide social services. The
paper also emphasizes that
social policy should never be

and regulated. It also refers to
a nation's system of politics and
how this functions in relation to
public admlnistration and law.
Thus, the concept of governance
includes political dimension. The

governance as the exercise of
political power to manage a
nation's affairs.

privatized and that reducing
disparities is a crucial aspect of
flre pditi?l dinnersbn of gove rn a nce
and reflects attempts to resolve
political and social conflicts. This
analysis is a crucial ingredient
of policy making, and serves

various purposes of giving
decision-makers a mediumterm perspective for solving
problems and helping to
strengthen the exercise of
leadership and authority by

Governance encompasses the

state's institutional and
structural arrangements,
n-making processes and
implementation capacity, and

decisi

o

the relationship between
government officials and the
public. It irnplies that public
authority play an indispensable
and potentially creative role in
establishing the economic
environment and in determining
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the distribution of assets and
benefits.

It also implies the possibility that
a self-seeking elite intent on
plundering the nation's wealth
may capture the government.
From time immemorial, societies
have struggled to establish
governments that promote the
public interest, only to find that
public resources have divefted
to private benefit and that power
is being retained by violent and
arbitrary means.

According to Nelson, J. (1985)
he said that good governance
requires a strong civil society,
including strong non-gp\€rnment
institutions that can articulate
disonbnt and proMde meclranisms

governance are conceptually

independent or invariably

complementary. Confl icts may
arise at least in the shoft-run.
Sen A.K. (1990) argued that in

for access to government.

general terms the notions of
fireedom, bansparency, participation

and accountability are key
ingredients forgood govemance
and development. This argument

indicates that economic and
social progress is not only
objective of development that

I

I

I

I
I

OjetunjiAboyade who had been
involved in arranging for the
Nigerian military to hand power
back to the civilian authorities
in a democratic system drew a
link between governance and
resource utilization. Good
governance, he said, has been

freedom from fear and arbitrary
anest, frree speech, free association defined as a combination of
and the right to run for and hold good economic and good politics
political office all are important and grassroot institutions should
elements in living a fuller and form the building blocks for
more meaningful life.
is effective governance.
therefore arguable that actions
in these areas should be subsumed There is also the more profound
under a broadened heading of issue of the precise relationship
development
between the different components
of governance and development.
This paper defines governance While it can be argued that
rather more broadly than the freedom of expression, institutional
World Bank does. Governance is pluralism, transparency,
defined as the good goveinment accountability and the like (all
of society. Good government seen as key ingredients in the
guides the country along a process of democracy) are
course leading to the desired important aspects of good
goals, in this case development.
governance. There is no
Development itself is defined convincing evidence that
broadly to include the concepts multiparty democracy, which is
of equity, social justice and the being urged in Nigeria, is necessary
effective exercise of basic human
social and economy
rights. Governance, therefore, is develop ment.
impl icitly equated with democrary
and the two words are used THE CHARACTERISTICS OF
interchangeably. On the other GOOD GOVERNANCE
,

According to Landell-mills and
Serageldin (1991) described

governance as the use of
political authority and exercise
of control over a society and the
management of its resources.

For social and economic
deve I o p me nt, Landell-mills and
Serageldin observed that this
broad definition encompasses

the nature and functioning of
the state's institutional and
structural artangemenb, decision-

making processes, policy
form u lation, implementation
capacity, information flow,
effectiveness of leadership and
the nature of the relationship
between rulers and ruled.

It

may be said that good

governance depends on the
extent to which a government
is perceived and accepted as
legitimate, commited to improving
the public welfare and responsive

to the needs of its citizen;
competent to assure law and
order and deliver Public seruices,
able to create an enabling PolicY

environment for Productive
activities and equitable in its
conduct. Not all facets of good

j

It

;

i
i

well-being.

I

I

for

hand, World Bank define
governance more narrowly as
the manner in which power is
exercised in the management of
a country's economic and social
resources for develoPment. The
term is more neutraland aPPlies
to differentforms of government.

Given the conceptual complexities

noted above, the only viable
approach to guide intervention
by external actors is to identifY
and foster those asPects of
governance that are least
controversial. While there are
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many different views about what

constitutes good governance
some important aspects of
which are culturally determined.

In this section of the paper, we
can agree on a minimum core
of characteristics. In large
measures, these derive from or
are related to the universal
Declaration of Human Rights,
adopted by the United Nations
in 1948. This declaration has
been signed by the vast majority
of countries and are taken as
representing the moml consensus

of the international community
of natiors whid indude the follows :

.

The political rulers and

government officials, are both
held accountable to the ruled for
their actions through clearly

forinulated and transparent
processes and more pafticularly
that the legitimacy of government
is regularly established through
some well defined open process
of public choice such as election
referendum and so on (Aticle 21).

.

The safety and security of
citizens is assured (Article 3, 5)
and the rule of law prevails such

that contracts can be fairly
enforced both among private
opeator:s (individmls or enterprises)

and between a private operators
and the state. Moreover, citizens
should be legally protected from
arbitrary or capricious actions by
public authorities (Articles 7, B,
9, 10, 11 and 2B).

.

fublicagerrciesarcrcsponsile

to the needs of the public and
social and economic development

is promoted for the benefit of

October/December 2001

allcitizens in an equitable manner
(Article 22, 23, 24, 25).

.

The ready availability of
information that will permit
accountability to be practiced,
laws to be correctly applied,
markets to function and people
to be creative and innovative
(Article 19)

o

Freedom

of association

and expression of opinion (Afticle

19,20).

(Killick 1990) Huntington, S. P.
(1978) argue that the trend
disengaging the state from
productive activities, while
emphasizing the state's role in
prcviding social and infiastructural
services will have a major impact
on issues of governance. Bates

(1988) argues that a distinct
through related trend is the
panl lel nprre bnad deentalizatbn
and the empowerment of local
communities. In what follows,
we discuss how accountability
can be built into these processes,

These general principles were
subsequently'afticulated in two
covenants ratified by the United

but neither empowerment nor
accountability will assure better

Nations Assembly. Their relelance

gpvemance unless public agencies
are made more competent. This

to international institutions

brings to the fore issues of

been the subject of scholarly

technical management and skill
acquisition.

as
well as to governments has since
study. ln applying these principles,

it is important to note that
governance consist of two

A competent and accountable

nte r-twi ned dimensions, one
is political and relates to the

ensure development unless

distinct but intimately
i

commitment of good governance
and the other is technical and
relates to issues of efficiency and

public management. Without
political commitment little can be
achieved, even with an efficient
public administration. And without
an efficient public administration
no government can be achieved
however benevolent. It, therefore,
follows that the performance of
government depends on the role

assigned

to the state,

the

competence of public agencies
and extent to which there is an

enabling environment that
facilitates and encourages
growth, promoting activities by
private citirens and honest
behaviour by pubiic officials.

53

government dedicated to liberal
economic policies will not alone

public agencies simultaneously
investin infnstructure and human
resource development (World
Bank 1989). When this is done,
most elements are present to
create an enabling environment

where private operators can
flourish. Thisthen is the challenge

of good governance. We note
that the present international
order is based on the concept
of sovereignty. It can be arqued
that the quality of a nation's
governance is not a legitimate
concern of foreigners. The concept

of sovereignty underlines

all
aspect of international order. It
implies reciprocal non-inteference
in internal affairs and respect for

territorial integrity and
i nte rnatio na I ly recognized

October/December 2001

Volume 25 No. 4

borders. Because Poor countries
generally have fragile politics and
weak qBtems of accounbbil itY with
few autonomous institutions and

little power to off set that

exercised by the "Central

govern ment", external agencies

are potentially key political
players capable of exerting
considerable influence. The
intervention goes fufther than
a critique of a pafticular

programme

or project, which is

generally
regarded as a legitimate concern
and touches on the ability of
a'regime' to govern effectively
in the interest of its citizenry.

On the other hand, corporate

market com petiUon and Cotpomte

Links. The definition further
suggests that the various forces
that affects a firm's behaviour
may be substitutes as well as
complements in pushing the firm
toward efficiency.

markets into firm behaviour. This

definition focuses on two
eleme nts, the signal generated
outside the firm and the control

structures inside the firm to
execute decisions based on
those signals. The definition is
broadestthan the more traditional
ones, which focus on the conflict
between outside investors and
to management. It reflects the
impoftance of recognizing at the
outset that control over a firm's
course involves more than these
two groups of actors (investors
and top management).

Despite its theoretical flavour,

this definition of corporate
governance has important
practical implications. It opens
the firm and its management to
pressures from sources other

than shareholders.

It

also

emphasizes the need to look
at corporate governance within
the wider context of Product

and
mandates have a distinct role
in fostering better governance.
External agencies generally can
more easily address the technical
is
aspects of governance.
important to discuss the possible

It

contributions of different

The corporate governance
problem has been studied
extensively, both theoretically
and empirically. Roe (1994)

categori es of external agencies
that have contributed immensely
for fostering better governance.

characterized it as one of strong
managers, weak owners. This
type of firm relies on anonymous
finance using primarily arm's
length contracts and third-party
intervention through the market
for corporate control.

1

governance is defined as the set

mechanisms that translate
signals from product and input

their varying missions

Another set of contributions
focused on the impact of the
legal and financial systems on
corporate behaviour rather than
peformance. Rajan and Zingales
(1998) show that under certain
assu mpUons industries dependent
on external finance are more
developed in counEies with better
protection of external investors.

Rajan and Zingales (1998)
present evidence that corporate
governance affects the degree

of diversification of firms.

LaPofta (1999) show that firms
in common law countries pay

more dividends than their
counterpafts in civil law countries.

All these findings suggest that
investor protection strongly
influence firm behaviour and
economic performance and
growth.

DIFFERING ROLES OF
EXTERNAL AGENCIES
External actors dePending on

International and
M

ultilateral Institutions

Because the statutes of
internationa I and multilateral
institutions expressly rule out
political considerations, actions
are focused on the technical
aspects of governance. In this
case, the World Bank and the
United Nation agencies have
worked to strengthen public
administration including the
judiciary to reform public sector
enterprises and to buib instjtutional
capacity. This is entirely the right

focus, although much more
could be done to improve
effectiven ess aM sustainabi ity.
In addition, there has been
increasing effort to promote
institutional pluralism by fostering
local government, NGOs and
I

grass-root organizations (Salmen

1990) with the objective of
mobilizing local human and
financial resources to provide
comrnunity services. These
invaluable services could be
expanded.

2.

Bilateral Agencies

Although international agencies
have a ParticularlY strong role
to play in the areas noted above,
bilateral agencies could also

Volume 25 No. 4
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influenced by economic
circumstances. In essence,
pragmatic and collaborative

contribute significantly in similar
ways. Bilateral agencies use their
influence to promote political
accountability and respect for
human rights, particularly by
encouraging the rule of law.
Helping to organize fair elections
by furnishing resources and
observers is another possibility.
Impoftant oppoftunities exist for

in wries drer humanibrian
actions to relieve suffering and
re-establish civil order in war-torn
zones. Another role is to set up

Industuy and other special interest

CORPORATE ROLE IN

bilateral donors to promote honest

groups. While the w@d order
remains strongly anchored to
the principle of the sovereignty
of nations, external agencies can

GOVERNANCE

government by channeling
funds in ways that reduce the
chance of corruption. These
include untying aid, insisting on
open competitive procurement
procedures and outlawing bribes
or payments of commission by
suppliers.

3

Non-Governmental
Organisation

Industrial country NGOs promote
better governance in two ways.

First, they can support their
counterparts in developing
countries. Such interuentions by
small agencies can be more
effective at the community level
where they are less constrained
by their relationship with the
government authorities. This

distance gives them more
credibility with the groups they
are assisting.
Secondly, they address human
rights abuses in a manner that
is seen to be completely apolitical.
For oample, Amne$y InErntiornl5
stong rcpuhtion for professionalism

and objectivity has been
rewarded with considerable
moral authority in international
affairs.
NGO's also play an active role in
conflict resolution as well as

engage

twinning anangernents or

retwois

operational initiatives $r donor

agencies and recipient

concerns, for exa mplg prcfessional

governments should make it
possible to achieve significant

associations, trade unions,

improvements in governance.

between groups with common

Chambers

of Commerce

and

contribute signifi canUy to fostering

good governance in countriesseeking their assistance. Without
better governance, aid resources
are likely to be largely wasted.
While concefted action among
agencies would achieve desired
results, not all agencies have the
same role. Bilateralagencies can
press for political accountability
while non-govemmental agenciep
can address issues of human
righE abuse and confl ict rcsolution.
All agencies could insist on more
effective systems of bureaucratic
accountability and can provide

more targeted assistance
p

rog ttt m mes aimed at sbegUrcning

the capacity of public and private
institutions. It is important to
emphasize that in a pluralist
i n stitutional structure, better

information flows, the rule of
law and a more participatory
development pror:ss are likely

to result in more political

accou nta bi I ity. Our discussion
so far has shown that good
governance .is a fragile plant
hat will need susbined nourishing.

It requires a fundamental

change in mentality and social
expectations that will change
only gradually, but the pace of
change is likely to be strongly

In rcent tirne, ooponte governance

has dominated policy agenda
both in the developed and
transition economies. It has
been among the most hotly
debated issues.
But how important is corporate

governance? Some rank it
among the most important
policy issues; others claim that
it effects are of second order.
These differences in opinion may
reflect the fact that people mean
different things by the term.
Recent study address corporate
governance from a comparative
empirical perspective. The a ticles
by l-a Pofta (1999) aise impoftant
questions about the interaction
between law and finance and

more broadly about the role of

institutions in economic
development. Aoki Masabiko
( 1998) def ined corporate
governance as the set of
mechanisms that translate
signals from product and input
markets into corporate behaviour.

This definition focuses on two
elements; the signal generated
outside the corporate organization
and the control structures inside

the organization. This definition

has practical impIications. It
opens the corporate organization

a
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and its management to Pressures

from sources other than

shareholders. It emphasizes the

need to look at corporate
governance within the wider
context of product market
competition and corporate
links.

The definition further suggest
that the various forces that
affect, corporate organisation's
behaviour may be substitutes as
well as complements in pushing
the organization toward efficiency.
La Porta (1999) show that firms
in common law countries pay

more dividends than their
counterparts in civil law countries.
Recent literature is based on the
promise that the main corporate
governance is centred on
self-interested management
and weak dispersed shareholders.

I he literature follows a long
tradition, which states that in
the quest to understand the
interaction between the legal
framework and corporate
governance, the contributors
have shown that the empirical
context from where they derlved

ownership of the organization or
part of it may switch to other
providers of capital. The implicit
argument that those who own

when
taken beyond the developed
economies.

This study has identified the
shortcoming of the corporate
governance. Literature has it
that it restricts its attention to
control by the providers of capital
and by the equity-holders. In
a legalistic sense, this restriction
may be justified because equity

holders formally own the
corporate organization unless
it is bankrupt. In which case

some of the trends that are likely
b shapethefuturc rcleof copomte
organizations.

the corporate organization
should control

it is flawed in

Corporate governance role will

many respects.

be a function of the trends,

In developing

pafticularly, economic and soclal
roles that emerge, and will have

countries,

particularly in Nigeria, the an expanded rather than
policy mix for reforming contracted role in the future.

rate governance depends
very much on the roles played

a

co rpo

by markets and different

stakeholders. More generally, we

believe that the corporate
governance problem in Nigeria
in a broader perspective is an
equilibrium problem because the
absence of organized markets
and small investors give rise to

Though, there is no absolute

consensus that the future
corporate governance role will
be expanded, the bulk of writing,

thinking and predicting done
invite this conclusion. What is
not so clear is how expanded
corporate governance future role
will be. In an effort to image

substitute construct. These
substitutes prevent capital
markets and market based

some of the features of this
expanded role, we attempt to
emphasis on a few prominent

corporate shareholdings from
emerging. In such a situation,

developments and trends under
the following issues;

modifying corporate flaw

.
.
.
.

according to the guidelines of
La Porta is likely to have effect
and may even be counterp rod uctive.

their view were highly It should be adddd'that
unrepresentative

and probably fairer to suggest

Changing societal value
Work life in the future
Limits to growth
Global consciousness

there
have been many predictions of
what corporate governance and
social role of business in the future
would be like. One principle reason
for this is that so much thinking

i. Changing Societal Value
It is perhaps proper to discuss
changing values first because
this factor forms the basis for

has been done but so little
consensus has been reached.
As we attempt to limit discussion

times, it has become apparent
that social and personal goals

to the corporate governance and
its role, we have to isolate as
best as we can many of the
economic, technological and
political factors that we know
that are vitalto a comprehensive
picture of the future. It is safer

many of the developments that

are now underway. In recent
compete with economic as major
concerns of the citizenry. New
attitudes have developed and
are continuing to develop with

respect to the environment;

interpersonal relations,
i

n

sti tu ti

onaI

authority, welfare

and entitlement of societal

25 No.
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members. There is indication role of corporate organizations
that these values are resulting I will extend beyond national
not only in a growing concern I boundaries. The changing
for a cleaner environment, international order is dictating
business groMh, equal rights in that corporate organizations no
the wod<place, they are all causing
longer consider its role on simply

managerial behaviour to be
more in conformance with
increasingly higher ethical
expectations.

ii.

Work Life in the Future
Changing population factors
suggest difficult times for
corporate organizations in the
future as it attempts to absorb
a larger and more educated

a national scale. A global

The recent acknowledgement
that there are limits to " business
growth" is not merely a reflection
of changing values about the
environment and pollution, but
represents a realization of the
stark reality of an energy shoftage
and limited resources. This new
awareness is in striking contrast
to the traditional business view

that t'big is better" and that

continuous growth should be
the ultimate objective. Corporate

organizations have a very
i mporta nt social responsibility
to manage so that the quality
of life is not further diminished.

iv.

GlobalConsciousness
Most of the issues we have
discussed have peftained to the
domestic society but the future

leme ntati o n

The paper also discusses the

on the internationai scene. More

future role of corporate

than anything else, corporate

orga n izati o n s, thus identifl ng
four trends that will shape the

SUMMARY

Limit to Growth

p

more obvious. As a consequence,

and quality of jobs that will
accom modate this new uok-forc.

iii.

pollcy funnulaUon, i m

corporate organization has to
thinkthrough its role and impact

probably the biggest employment
problem corporate organizations
will face is to produce the quantity

The immediate problem and

the nature and functioning of
the state's institutiOnal and
structural arrangements,
decision-making processes,
capacity, information flows,
effectiveness of leadership and
the nature of the relationship
between rulers and the ruled.

consciousness is forming and

taking hold. Independence
among nations is becoming

governance represents economic
powers, a power that must be
exercised in a responsible fashion.
As it does this, it helps fulfill its
role as one of the most effective
instruments of economic as well
as social advancement.

work force into iE daily opentions.

Seregeldin observed that this
broad defi nition encompasses

The paper has focused on the
various discussions about the
conditions for good governance,
which raises questions aboutthe
structure and functioning of the
state, its relationship to society
and its actual and potential role
in promoting development. The
state does not exist in vacuum,
it opeates within an environment
in which people share certain
beliefs and'values, compete for
some objectives and associate

with others and differ in their
ideas about power and how it
should be exercised. The paper
also identifi es various definitions
of corporate governance. One is
the use of politica! authority and
the exercise of control over a
society and the management of
its rcsoure for social and eonomic
devetopment. Landell-Mills'and

future of the corporate
organization. The

paper

points out that if the corporate
organization fails in this pursuit,

it will no longer be a viable
institution in the society.
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